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Residential developments in outlying areas require substantial additions to the telephone system. 
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Report in Brief 



Telephones in service — increased 31,185 during 
the year to a total of 498,288, more than double 
the number at the end of World War II. 

Calls — record volume set during the year with an 
average of 2.3 millions of calls per day. 

Plant investment — expansion of and improve¬ 
ments in service required $15.5 million for new 
construction. Total plant investment at end of 
year was $129 2 million. 

Taxes — operating taxes were the highest in the 
Company’s history, amounting to $10.1 mil¬ 
lion. This is equal to 23% of gross revenues or 
$8.09 per share of outstanding stock. 

Earnings —earnings per share amounted to $5.57 
compared with $5.44 in 1955. 

Dividends — the regular dividend of $4.50 was de¬ 
clared, making 1956 the 78th consecutive year 
in which dividends were paid. 
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“What are you doing, Mr. Telephone 
Man?" An Installer Repairman enjoys 
this pleasant interlude in his busy day. 
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Annual Report 


of the Directors 


1956 


TO THE SHAREHOLDERS: 

The tremendous demand for telephone service that has marked 
the past several years continued at an even higher level during 
the year 1956, making the volume of business handled the larg¬ 
est in the history of the Company. 

Telephones in service, the traditional indicator of our indus¬ 
try, increased by 31,185 and, during the early weeks of 1957, 
the total number crossed the half million mark. This is an in¬ 
crease of over one hundred percent since the end of World War II, 
at which time we had 243,000 telephones in service. 

The volume of calls handled, capital outlays for new construc¬ 
tion, number of employees, dollars of payroll, revenues, and 
expenses all reached record highs during the year. 

Net earnings increased $166,000 and amounted to $5.57 per 
share compared with $5.44 for 1955. The regular dividend of 
$4.50 per share was declared, making this the 78th consecutive 
year in which the Company has paid dividends. 

Operating expenses, excluding taxes, amounted to $25,538,- 
000, an increase of 12.5% over 1955. This increase is due 
principally to additional wage costs and increased depreciation. 
Wage adjustments granted late in 1955 and additional em¬ 
ployees needed to handle the expanded volume of business, 








increased wage costs by $1,530,000. Depreciation on the greatly 
expanded plant increased by $251,000. 

The Company’s tax bill to cover taxes levied by Federal, 
state, and local governments amounted to $10,107,000, an in¬ 
crease of 2.0% over 1955. Operating taxes equalled $8.09 per 
share of stock outstanding. 

In addition, excise taxes which are added to the customer’s 
bill, collected by the Company, and remitted to the Federal 
Government, amounted to $4,504,000. Thus, the total direct 
taxes paid by telephone users amounted to $14,611,000. This 
is an average of $2.53 per month per telephone. The industry 
feels that the excise tax applied to telephone service is discrimi¬ 
natory, since it does not apply to other essential utility services, 
such as gas, electricity, and water. Representatives of the in¬ 
dustry have testified to this effect before Congressional Sub¬ 
committees as recently as November 1956. 

We have previously reported to you that there is pending in 
the courts an action, which was filed in the names of two 
customers on behalf of all customers, seeking to compel the 
Company to make restitution of some part of the rates collected 
while the order of the Public Utilities Commission of Ohio of 
May 28, 1953 was in effect. 

This action has now reached the Supreme Court of Ohio on 
the question as to whether or not the Company’s demurrer to 
the plaintiffs’ petition should be sustained. The case will be 
argued early in 1957. 

Plant investment grows 

The expansion and improvement of our service was made 
possible by the outlay of $15.5 million for the construction of 
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new telephone facilities, this being our largest expenditure for 
capital purposes in any one year. This compares with $12.8 
million for the year 1955. 

Total investment in telephone plant at the end of the year was 
$129,236,000. The average investment per telephone continued 
to increase to $258 compared with $251 at the close of 1955. 
There has been an increase in the average investment per tele¬ 
phone during the past ten years of approximately 30%. This 
illustrates how sharply the capital cost of replacing old plant 
and building new plant at today’s higher prices has influenced 
and will continue to influence the earnings requirements of the 
Company. 

The chart on page 7 shows the tremendous increase in tele¬ 
phone plant since the end of World War II. It is interesting to 
note that at the end of 1946, after more than seven decades of 
operation, the Company’s plant investment was only $56 mil¬ 
lion. In the 10 years following, to the end of this year, the 
Company was required to expand its plant investment to $129 
million, an increase of $73 million or 130%. 

Present estimates of the demands for telephone service for 
the next several years indicate that construction expenditures 
will continue at least at the present high level and in all prob¬ 
ability will increase. To meet these demands, the Company will 
require substantial sums of additional capital. 

Financing 

The additional money, required to finance the additions and 
improvements to our plant, was obtained through temporary 
bank loans. These loans amounted to $13,705,000 at the close 
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of the year. It is contemplated that the amount of temporary 
loans will be reduced through permanent financing later in 
the year. 

At the end of 1956, there were 10,745 shareholders consisting 
of 5,984 women and 3,192 men, the balance being chiefly joint 
accounts, trusts, institutions, and insurance companies, which 
hold their stock for the benefit of their many constituents. 

71% of our shareholders reside in the area served by the 
Company. The balance reside in 47 states and Hawaii, Canada 
and England. 

Telephones and calls 

Telephones in service increased by 31,185 compared to 26,340 
in 1955. There were 498,288 telephones in service at the close 
of the year. 

The volume of calls reached a new high, averaging 2,200,000 
local and 53,000 distant calls per day compared with 2,140,000 
local and 46,000 distant calls per day in 1955. 

Service improvements 

Direct distance dialing was introduced to our customers in 
the Greater Cincinnati area and in several nearby community 
offices on May 20. This service enabled customers to dial directly 
to 50 distant points within and beyond our operating area. Late 
in 1956, four additional terminating points were added to the 
direct dialing network. On these calls, the Centralized Auto¬ 
matic Message Accounting machines record the billing details 
of each call on perforated paper tapes from which the customer’s 
distant calls statement is prepared. Customer acceptance of this 
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improved method of placing inter-city station to station calls 
has been very gratifying. At the year end, the number of direct 
dialed calls was averaging well over 325,000 per month. 

Customer direct distance dialing will be extended to more 
and more distant points as the facilities are made available, 
both within our Company for originating and beyond our Com¬ 
pany for terminating such calls. Facilities are being engineered 
which will permit our customers in Hamilton and Batavia, Ohio 
and Williamstown, Kentucky to originate calls in the direct 
distance dialing network during the fall of 1957. Plans have 
been made to add 41 terminating points in the Dayton, Xenia, 
Winchester, and Troy, Ohio areas, including their nearby com¬ 
munities, during the coming year. By the end of 1957, we 
expect that the monthly volume of inter-city calls, placed 
directly by customer dialing, will exceed 500,000. 

Intensive planning and development work are bringing de¬ 
signs rapidly to the point of readiness, whereby certain of our 
customers, and eventually all of our customers, will be able to 

“Open House" at the new Plymouth central office offered 
1,000 southwestern Clermont County customers an opportunity 
to see this modern new building and equipment installation. 
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dial directly throughout the United States and Canada. The 
first of this equipment is expected late in 1958. 

A new exchange building located in the southwestern portion 
of Clermont County was placed in service on May 20, 1956. 
This building, known as Plymouth office, enabled the offering 
of improved types of service in this area. 

The Public Service Commission of Kentucky, on September 
20, 1956, requested the Citizens Telephone Company to extend 
its operation into a portion of Pendleton County formerly served 
by The Falmouth and McKenneysburg Telephone Company. It 
was necessary to build an entirely new system to furnish service 
in this area. Approximately 170 subscribers were receiving this 
improved service from our Falmouth office at the close of the 
year. 

Office space was rented in downtown Covington, Kentucky 
for the purpose of creating a business office for the convenience 
of our Northern Kentucky customers. The office was opened 
for service in January 1957. 

Approximately 31,000 additional lines were installed at our 
various central offices and 723 million conductor feet of cable 
were placed in plant. These substantial additions to our plant 
have enabled the Company to provide our residence customers 
the kind of service they want when and where they want it. 

Merchandising program 

The merchandising program was continued aggressively 
throughout the year 1956 and contributed substantially to our 
large volume of business. This program is designed to stimulate 
the sale of basic services to those households not having tele- 
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“Yes, we will put in your new ex¬ 
tension on Thursday." A Service 
Representative arranges for another 
telephone for a pleased customer. 
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phone service and to offer to our present customers a complete 
service that will meet best their needs and convenience. 

10,000 telephones were upgraded from party line to individual 
line residence telephones. This, together with 4,400 new* instal¬ 
lations, brings the individual line residence telephones to 30% 
of total residence telephones compared with 26% at the end 
of 1955. 

Residential extension development has reached 17%. This 
means that one out of six residential customers now has ex¬ 
tension telephone service. 

The new trend toward color was reflected in the installation 
of 20,500 colored telephones, bringing the total to 40,000 as of 
the end of the year. In addition, the sales for many other ac¬ 
cessory items, such as directory listings, retractile cords, auto¬ 
matic answering devices, etc., all reached record highs. 

Telephone people 

The ability, loyalty, and teamwork of the men and women in 
all the departments of our Company again deserve high com¬ 
mendation. The progress made during the year could not have 
been achieved without their splendid support. 

The continuing increase in the number of telephones and 
amount of plant required to serve these telephones is requiring 
more and more telephone people. As of the end of the year, 
there were 3,924 telephone men and women, an increase of 
259 over 1955. 

Total wages and related costs (payments into pension fund, 
disability and death benefits, social security taxes, etc.) amounted 
to $19,593,000. Of this amount $16,541,000 was charged to 
expense and accounted for 65% of total operating expenses. 
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A group of company managers discuss a personnel development problem. 


Collective bargaining between the Company and the union 
representing non-management employees, resulted in increased 
wages effective December 2, 1956, which kept our wage rates in 
line with those paid by other employers in our territory. These 
increases, together with increases for employees not represented 
by the union, will increase our labor costs by an estimated 
$1,020,000 per year. 

In 1956, payments into the pension trust fund amounted to 
$1,128,000 and sickness, accident and death benefits totaled 
$446,000. Amounts accrued for employees- service pensions are 
determined actuarially and paid to the Bankers Trust Company 
of New York as trustee of the Pension Fund. This fund, which 
amounted to $14,713,000 at December 31, 1956, is assigned 
irrevocably to service pension purposes and is not a part of the 
assets of the Company. 

Approximately 81% of the employees participated in one or 
more of the many payroll deduction savings plans. The total of 
such deductions for 1956 amounted to $1,671,000 or 9.3% of 
the annual payroll. 
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Realizing that the quality of our service depends greatly upon 
the skills of our telephone men and women, we augmented our 
training and personnel development programs during the past 
year. Our biggest training job is, of course, the induction of new 
people. New and improved methods of training in job tech¬ 
niques were introduced. Programs for training and development 
of management people were advanced so as to better equip our 
managers to meet the demands of the expanding business. 

The policy of developing our personnel for promotion to more 
responsible jobs permitted the promotion of 691 telephone men 
and women during 1956. Of this number, 517 employees were 
promoted from one vocational job to another; 97 vocational 
employees were promoted to management jobs; and 77 were 
promoted within management. 

Good citizens 

It is the desire of telephone men and women to be good 
citizens in the communities in which they live and work. During 
1956, they continued their active participation in numerous or¬ 
ganizations and projects having civic or charitable objectives 
designed to make their communities better places in which to 
live. Their personal contributions to the United Appeals and 
Hospital Building Fund campaigns deserve commendation. 

The training and experience of our telephone people again 
proved helpful in rendering assistance to persons injured or in 
danger of personal injury. Seven company citations were awarded 
to employees during the year 1956 for rendering aid to persons 
seriously injured or in danger. Citations were awarded to Fred 
Moreton, Lindo Foster, Clifford A. Drach, Kenneth D. Stephens, 
Elmer D. Redman, Louis H. Feiertag, and Elbin E. Rauch. 
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This scoutmaster, a Telephone Lineman, is typical of many telephone men and 
women who contribute personal time and talents to community activities. 


We also feel that if we are to be good citizens of the com¬ 
munities in which we operate, we must know our customers and 
they must know us. To develop this acquaintanceship, we have 
an active program consisting of tours o‘f our exchange buildings, 
motion picture showings to schools and organizations, lectures 
and demonstrations, exhibits at fairs and trade shows, and par¬ 
ticipation in the Bell System’s ’Telephone Hour” radio program 
and the "Telephone Time” television program. These presenta¬ 
tions were made to more persons than in any previous year. 

The Company also participated in the Bell System television 
showing of the first feature of a new science series, entitled, 
"Our Mr. Sun.” The series is intended to stimulate interest in 
scientific research and to assist in recruiting young people for 
this field, which is so important to telephone development. 

Accident prevention 

The traditional policy of stressing safety among all of our 
telephone people was continued throughout the year 1956. 

During the year, the Company received awards for improve¬ 
ment in its safety record for the year ending June 30, 1956 
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from the Greater Cincinnati Safety Council; Hamilton, Ohio 
Safety Council; and Hamilton, Ohio Chamber of Commerce. 
The Company also shared in the National Safety Council’s 
"Award of Honor" for the year 1955, awarded collectively to 
the Bell System companies. 

While the rate of personal injuries improved during the year, 
we regret to report the on-the-job accidental death of one of our 
employees. This was the first such fatality since the year 1944. 

Motor vehicle accidents increased from 229 during 1955 to 
254 in 1956. The "at fault" motor vehicle accident performance 
in 1955, was one accident for each 62,000 miles driven, compared 
with one accident for each 47,000 miles driven in 1956. 

We shall continue to stress in all of our operations the safety 
slogan, "No job is so important and no service is so urgent that 
we cannot take time to perform our work safely." 


As we pass the half-million telephone milestone, it is apparent 
that tremendous growth still lies ahead. With the continued 
confidence of our shareholders and the support of our telephone 
men and women, we feel that we will meet successfully the 
challenge of the future. 

For the Directors, 

B. L. KILGOUR, JR. 

President . 
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CERTIFICATE of AUDIT 



The Cincinnati and Suburban Bell Telephone Company 
Cincinnati, Ohio 

We have examined the consolidated balance sheet of 
The Cincinnati and Suburban Bell Telephone Company and Citizens 
Telephone Company as of December 31, 1956 and the related con¬ 
solidated statements of income and retained earnings for the 
year 1956. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests 
of the accounting records and such other auditing procedures as 
we considered necessary in the circumstances. 

In our opinion, the financial statements (pages 19 to 
23) present fairly the consolidated position of The Cincinnati 
and Suburban Bell Telephone Company and Citizens Telephone Company 
at December 31# 1956 and the consolidated results of their oper¬ 
ations for the year 1956, in conformity with generally accepted 
accounting principles applied on a basis consistent with that of 
the preceding year. 


Cincinnati, Ohio 
February 4, 1957 
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Financial Statements 


The consolidated financial statements which 
follow on pages 20 to 23, inclusive, consolidate 
the accounts of The Cincinnati and Suburban 
Bell Telephone Company and Citizens Telephone 
Company. The latter Company operates the Ken¬ 
tucky properties of The Cincinnati and Suburban 
Bell Telephone Company under a lease which 
provides that all net earnings of the lessee shall 
accrue to the lessor as rent. 

These companies have for many years main¬ 
tained their accounts in accordance with the Uni¬ 
form System of Accounts prescribed for telephone 
companies by the Federal Communications Com¬ 
mission. 

Telephone plant, with minor exceptions, is 
stated at cost to the Company. 

W. G. BARTH, 

Vice President and Comptroller 
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THE CINCINNATI AND SUBURBAN 
BELL TELEPHONE COMPANY AND 
CITIZENS TELEPHONE COMPANY 


Comparative 


Assets 

Dec. 31, 1956 

Plant and Other Investments 

Telephone Plant in Service. $128,357,322 

Telephone Plant Under Construction. 871,717 

Property Held for Future Telephone Use. 6,750 

Telephone Plant (see page 19). 129,235,789 

Investment in Subsidiary not Consolidated.... 432,477 

Capital stock, at cost. $277,477 

Advances . 155,000 

Other Investments. 144,750 

TOTAL PLANT AND OTHER INVESTMENTS. $129,813,016 

Current Assets 

Cash . $ 1,436,956 

Special Cash Deposits and Working Funds.... 45,621 

Receivables . 5,410,893 

Amounts due for service (less reserve for uncollectible 
accounts), toll settlements, and miscellaneous items. 

Material and Supplies. 1,842,016 

Principally for construction and maintenance purposes. 

TOTAL CURRENT ASSETS. $ 8,735,486 

Prepayments and Deferred Charges 

Prepayments . $ 339,406 

Principally insurance and cost of directories applicable 
to periods after close of year. 

Deferred Charges. 122,126 

TOTAL PREPAYMENTS AND DEFERRED CHARGES $ 461,532 

TOTAL ASSETS. $139,010,034 


Dec. 31, 1955 


$117,260,466 
2,283,940 
48,131 


119,592,537 

412,477 


145,750 


$120,150,764 


$ 1,218,069 

52,610 

4,838,249 


1,307,095 


$ 7,416,023 


$ 245,535 


136,383 


$ 381,918 


$127,948,705 
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Consolidated Balance Sheet 


Liabilities 


Shareholders’ Equity 

Dec. 31, 1956 

Dec. 31, 1955 

Common Stock. 

Par value of common stock outstanding. (Authorized 

2,000,000 shares; outstanding 1,249.917 shares.) 

$ 62,495,850 

$ 62,495,850 

Premium on Common Stock. 

Amount received in excess of par value. 

72,756 

72,756 

Retained Earnings (see page 23). 

9,483,216 

8,135,482 

TOTAL SHAREHOLDERS’ EQUITY. 

$ 72,051,822 

$ 70,704,088 

Current and Accrued Liabilities 



Notes Payable to Banks. 

Temporary financing of plant additions. 

$ 13,705,000 

$ 5,600,000 

Accounts Payable and Other Current Liabilities 

Amounts owing for payrolls, supplies, toll settlements, 
and miscellaneous items. 

4,187,587 

4,514,175 

Advance Billing for Service, and Customers’ 
Deposits . 

1,207,879 

1,146,393 

Dividend Payable. 

1,412,406 

1,412,40 6 

Taxes Accrued. 

8,095,035 

8,370,251 

Interest Accrued. 

118,648 

2,669 

TOTAL CURRENT AND ACCRUED LIABILITIES. 

$ 28,726,555 

$ 21,045,894 

Deferred Credits. 

$ 10,567 

$ 3,792 

Depreciation Reserve . 

Portion of cost of telephone plant which has 
been charged against operations. 

$ 38,221,090 

$ 36,194,931 

TOTAL LIABILITIES. 

$139,010,034 

$127,948,705 




































THE CINCINNATI AND SUBURBAN 
BELL TELEPHONE COMPANY AND 
CITIZENS TELEPHONE COMPANY 


Comparative 


Year 1956 

Local Service Revenues. $ 32,764,143 

Toll Service Revenues. 8,036,369 

Miscellaneous Revenues. 2,255,978 

Revenues from directory advertising, rents and 
miscellaneous sources. 

Less: Uncollectible Revenues. 92,577 

Provision for revenues which may be uncollectible. 

Total Operating Revenues. . $ 42,963,913 

Maintenance Expenses. $ 10,193,354 

Cost of inspection, repairs, and rearrangements required to 
keep the telephone plant in good operating condition. 

Depreciation Expense. 3,586,542 

Portion of cost of depreciable property charged against 
current operations. These charges are based on rates 
designed to spread this cost uniformly over the service 
life of the property and represented approximately 3.3% 
of the average investment in depreciable plant. 

Traffic Expenses. 3,752,602 

Costs incurred in the handling of messages, principally 
operators’ wages. 

Commercial Expenses. 3,163,324 

Costs incurred in business relations with customers; public 
telephone commissions; cost of directories, advertising, etc. 

Operating Rents. 280,192 

Rents (or the use of buildings, poles and other facilities. 

GENERAL AND MISCELLANEOUS EXPENSES 

General Administration. 261,204 

Accounting and Treasury Departments. 1,728,967 

Provision for Employees’ Service Pensions,... 1,128,433 

Employees’ Sickness, Accident, Death and 

Other Benefits . 312,308 

Services Received under License Contract. 402,613 

Other General Expenses. 1,271,381 

Less: Expenses Charged Construction. 542,570 

Total Operating Expenses. $ 25,538,350 

Net Operating Revenues (carried forward). $ 17,425,563 


Year 1955 
$ 30,623,231 
7,276,398 
1,733,324 

63,948 

$ 39,569,005 
$ 8,743,347 

3,335,793 


3,437,458 

2,872,160 

165,894 


251,673 

1,521,046 

1,049,313 

256,567 
373,785 
1,113,756 
427,569 
$ 22,693,223 
$ 16,875,782 
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Consolidated Income Statement 




Year 1956 


Year 1955 

Net Operating Revenues (brought forward).... 

$ 17,425,563 

$ 

16,875,782 

OPERATING TAXES 





Federal Taxes on Income. 

$ 

7,154,000 

$ 

7,143,000 

Other Taxes — state, local and social security 


2,953,100 


2,761,400 

Total Operating Taxes. 

$ 10,107,100 

$ 

9,904,400 

NET OPERATING INCOME . 

$ 

7,318,463 

$ 

6,971,382 

Interest Charged Construction. 


100,600 


30,813 

Other Income. 


36,697 


31,282 

Miscellaneous Deductions From Income. 


71,676 


93,648 

INCOME AVAILABLE FOR FIXED CHARGES . . 

$ 

7,384,084 

$ 

6,939,829 

Interest Deductions. 


412,032 


133,831 

NET INCOME 

$ 

6,972,052 

$ 

6,805,998 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
YEAR 1956 


Balance — December 31, 1955. $ 8,135,482 

Net Income (from Income Statement). $ 6,972,052 

Miscellaneous Additions. 309 

TOTAL ADDITIONS . $ 6,972,361 

Dividends Declared. 5,624,627 


NET INCREASE . 1,347,734 

Balance — December 31, 1956. $ 9,483,216 
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CAMA tapes are being processed for 
conversion to machine punched ac¬ 
counting cards. 


Centralized 

. • •# 

Automatic 

Message 

Accounting 


A CAMA operator “key pulses’* 
a telephone number of a cus¬ 
tomer making a distant call by 
direct dialing. 


CAMA recorder automatically perfo¬ 
rates distance call billing details con¬ 
tinuously on paper tape. 


Tape-to-card converter translates bill¬ 
ing data from perforated tape to ma¬ 
chine punched accounting cards used 
for billing customers. 
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